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office respon-

§450.1 Scope of regulations; office re-
sponsible.

(a) This part applies to depository in-
stitutions that hold government secu-
rities as fiduciary, custodian, or other-
wise for the account of a customer, and
that are not government securities bro-
kers or dealers, as defined in sections
3(a)(43) and 3(a)(44) of the Securities
Exchange Act of 1934 (15 U.S.C.
78c(a)(43)-(44)). Depository institutions
exempt under part 401 of this chapter
from the requirements of Subchapter A
of this chapter must comply with this
part. Certain depository institutions
that are government securities brokers
or dealers must also comply with this
part, as well as with additional require-
ments set forth in §403.5.

(b) The regulations in this sub-
chapter are promulgated by the Assist-
ant Secretary (Domestic Finance) pur-
suant to a delegation of authority from
the Secretary of the Treasury. The of-
fice responsible for the regulations is
the Office of the Commissioner, Bureau
of the Public Debt. Procedures for ob-
taining interpretations of the regula-
tions are set forth at §400.2.

[62 FR 27957, July 24, 1987, as amended at 53
FR 28987, Aug. 1, 1988]

§450.2 Definitions.
For purposes of this subchapter:

(a) Appropriate regulatory agency has
the meaning set out in section
3(a)(34)(G) of the Securities Exchange
Act of 1934 (156 U.S.C. 78c(a)(34)(3)), ex-
cept that the appropriate regulatory
agency for—

(1) A Federal credit union as defined
in 12 U.S.C. 1752(1) and an insured cred-
it union as defined in 12 U.S.C. 1752(7)
is the National Credit Union Adminis-
tration; and

(2) Any depository institution for
whom an appropriate regulatory agen-
cy is not explicitly specified by either
section 3(a)(34)(G) or this paragraph, is
the SEC;

(b) Customer includes, but is not lim-
ited to, the counterparty to a trans-
action pursuant to a repurchase agree-
ment for whom the depository institu-
tion retains possession of the security
sold subject to repurchase, but does not
include a broker or dealer that is reg-
istered pursuant to section 15, 15B or
15C(a)(1)(A) of the Act (15 U.S.C. T80,
780-4, 780-5(a)(1)(A)) or that has filed
notice of its status as a government se-
curities broker or dealer pursuant to
section 156C(a)(1)(B) of the Act (156
U.S.C. 780-5(a)(1)(B)) except as provided
in §450.4.

(c) Depository institution has the
meaning stated in clauses (i) through
(vi) of section 19(b)(1)(A) of the Federal
Reserve Act (12 U.S.C. 461(b)(1)(A) (1)-
(vi)) and also includes a foreign bank,
an agency or branch of a foreign bank
and a commercial lending company
owned or controlled by a foreign bank
(as such terms are defined in the Inter-
national Banking Act of 1978, Pub. L.
95-369, 92 Stat. 607);

(d) Fiduciary capacity includes trust-
ee, executor, administrator, registrar,
transfer agent, guardian, assignee, re-
ceiver, managing agent, and any other
similar capacity involving the sole or
shared exercise of discretion by a de-
pository institution having fiduciary
powers that is supervised by a Federal
or state financial institution regu-
latory agency; and

(e) Government securities means those
obligations described in subparagraphs
(A), (B), or (C) of section 3(a)(42) of the
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§450.3

Securities Exchange Act of 1934 (15
U.S.C. T8c(a)(42)(A)—(C)).

[62 FR 27957, July 24, 1987, as amended at 55
FR 6604, Feb. 26, 1990]

§450.3 Exemption for holdings subject
to fiduciary standards.

(a) The Secretary has determined
that the rules and standards of the
Comptroller of the Currency, the Board
of Governors of the Federal Reserve
System and the Federal Deposit Insur-
ance Corporation governing the hold-
ing of government securities in a fidu-
ciary capacity by depository institu-
tions subject thereto are adequate. Ac-
cordingly, such depository institutions
are exempt from this part with respect
to their holdings of government securi-
ties in a fiduciary capacity and their
holdings of government securities in a
custodial capacity provided that (1)
such institution has adopted policies
and procedures that would apply to
such custodial holdings all the require-
ments imposed by its appropriate regu-
latory agency that are applicable to
government securities held in a fidu-
ciary capacity, and (2) such custodial
holdings are subject to examination by
the appropriate regulatory agency for
compliance with such fiduciary re-
quirements.

(b) The Secretary expects that each
appropriate regulatory agency will no-
tify the Department if it materially re-
vises its rules and standards governing
the holding of government securities in
a fiduciary capacity.

§450.4 Custodial holdings of govern-
ment securities.

Depository institutions that are sub-
ject to this part shall observe the fol-
lowing requirements with respect to
their holdings of government securities
for customer accounts:

(a)(1) Except as otherwise provided in
this section, a depository institution
shall maintain possession or control of
all government securities held for the
account of customers by segregating
such securities from the assets of the
depository institution and keeping
them free of any lien, charge or claim
of any third party granted or created
by such depository institution.

(2)(i) Where customer securities are
maintained by a depository institution

17 CFR Ch. IV (4-1-01 Edition)

at another depository institution, in-
cluding but not limited to a cor-
respondent bank or a trust company
(‘“‘custodian institution’), the deposi-
tory institution shall be in compliance
with paragraph (a)(1) of this section if:

(A) The depository institution noti-
fies the custodian institution that such
securities are customer securities;

(B) The custodian institution main-
tains such securities in an account
that is designated for customers of the
depository institution and that does
not contain proprietary securities of
the depository institution; and

(C) The depository institution in-
structs the custodian institution to
maintain such securities free of any
lien, charge, or claim of any kind in
favor of such custodian institution or
any persons claiming through it.

(ii) To the extent that a custodian in-
stitution holds securities that have
been identified as customer securities
by a depository institution in accord-
ance with paragraph (a)(2)(i) of this
section, the custodian institution shall
treat such securities as customer secu-
rities separate from any other securi-
ties held for the account of the deposi-
tory institution.

(3)(i1) Where securities that a deposi-
tory institution is required, pursuant
to this part 450, to keep free of all
liens, charges, or other claims (‘‘cus-
tomer securities’’) are maintained by a
depository institution at a Federal Re-
serve Bank, the depository institution
shall be in compliance with paragraph
(a)(1) of this section if any lien, charge
or other claim of such Federal Reserve
Bank or any person claiming through
it against securities of the depository
institution expressly excludes cus-
tomer securities.

(ii) Notwithstanding paragraph
(a)(3)(1) of this section, a depository in-
stitution described in that paragraph
shall be in compliance with paragraph
(a)(1) of this section if a Federal Re-
serve Bank retains a lien on securities
received during the day that are subse-
quently determined to be customer se-
curities, provided that,

(A) On that day, the depository insti-
tution:
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